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OMAN: KEY ECONOMIC INDICATORS 
(All values in millions of US dollars except where noted) 


1981] 1982 1983 % Change 
83/82 


Gross Domestic Product (1) 7255.8 7564.1 §.0 
Crude Oil GDP (1) 4278.1 4065.8 -3.5 
Non-Oil Industry GDP 2251.0 2643.6 13 36 
Crude Oil Production (000 b/d) 328 336 15.8 


GDP by sectors (% of total GDP) 
Crude Oil 

Trade (wholesale, retail and hotels) 
Public Administration/Defense 

Real Estate/Business Services 
Agriculture and Fisheries 
Transportation, Communication 
Manufacturing 
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Government Finance 

Government Revenues (2) 
Government Expenditures 
Budget surplus/deficit (2) 
External public debt 

External public debt service 
Debt service ratio to exports 


Foreign Trade 

Crude oil exports 

Non-oil exports (including re-exports) 
Imports (recorded and estimated 
unrecorded) 

Recorded imports from US 

US market share (%) 

Balance of trade 

Services & private transfers 
Current account balance 
Official loans and transfers 
Overall balance 

Foreign Assets 
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Inflation 
Price index of food 
(1978 = 100 12a). 124. AS. -4. 


Notes: Figures are not always consistent since they derive from 
differing sources, key: (1) At current prices; (2) excludes 
contributions to State General Reserve Fund and grants. 





SUMMARY: Economic activity continued at a rapid rate throughout 
1984, the fourth year of Oman's Second Five Year Plan (1981 

through 1985). The country has maintained its ambitious growth 
principally as a result of oil production increases largely 
offsetting a serious decline in the price of oil since the start of 
the plan. It has been able to do so because the country is not a 
member of OPEC. Additionally, throughout the year Oman had little 
difficulty attracting customers for its crude oil exports because 
the country's oil export terminus is outside the Strait of Hormuz. 


In little more than a decade Oman has transformed itself into a 
nation tied together by an impressive system of roads, ports and 
airports. Power and water consumption has risen steadily as these 
services have been extended to the people. Social services--health 
facilities, schools and telecommunications, for example--continue to 
grow. A new university, Oman's first, will open its doors in 1986. 
Concentration is being applied to productive sectors of the economy 
to diversify the base of export earnings. Some exploitation of 
minerals is taking place. An industrial estate in the capital area 
has shown impressive growth and new estates are planned for each 
major population center. Many Omanis are still engaged in 
agriculture and fishing. The Government continues to provide 
considerable financial and technical assistance to help these areas 
produce greater results. 


Although there is one more year to the current Five Year Plan, 
attention is already being focussed on Oman's next plan (1986 
through 1990). Will the current rate of infrastructural, services, 
defense and productive projects continue? The best answer is a 
qualified affirmative. The country still has much work to do in all 
sectors but oil revenues will have to pay for imports and projects. 
If oil production continues at a high rate and if the price of oil 
remains stable, then there should continue to be steady growth in 
the economy. Prospects for American investment and trade have never 
been better notwithstanding the high value of the dollar in the last 
several years. Two American oil concessionaires are currently 
operating in Oman. One has declared its oil find commercial and is 
developing production wells. The number and diversity of American 
consultants have increased over the past several years at a steady 
rate and are helping to generate greater demand for American 
products. US EXIMBANK has recently offered to finance several major 
projects in this country. The Omani/American Joint Commission for 
Economic and Technical Cooperation is currently funding several 
projects engaging American companies in the process. As evidence of 
the attractiveness of this market to American companies, American 
trade with Oman has shown a modest rise in 1984 over previous years, 
in contrast to reverses in other countries in the region. In short, 
despite stiff competition from foreign enterprises, good 
opportunities exist for American companies in this country in a 
number of sectors. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


OVERVIEW: While Oman's historical roots are very old, the 
country has only recently become a modern state. Before the 
accession of Sultan Qaboos in 1970, the Omani economy was based 
almost entirely on subsistence agriculture and fishing and 
lacked most infrastructural services. Throughout the 1970's, 
spurred by the development of its principal resource, oil, Oman 
registered impressive growth rates; nominal GDP expansion 
averaged 23 percent annually in the period 1977 to 1981. This 
is not to overstate the case in Oman--it is a small economy with 
total GDP of less than 8 billion dollars and an indigenous 
population of about a million people. (There has never been a 
census). Growth is heavily dependent upon world oil price 
fluctuations since oil accounts for 90 percent of revenues and 
more than 50 percent of the GDP. 


In Oman, as in most developing countries, the key to economic 
growth is government spending. The Oman Government enjoys an 
excellent reputation for planning and close supervision of 
development outlays. Its first Five Year Development Plan 
(1975-1980) resulted in the an almost entirely new 
infrastructure--roads, ports, electricity, communications, water 
resources, and soon. The current Five Year Plan (1981-1985) 
with projected expenditures of $21.5 billion aims to improve on 
the gains of the first by spreading development to remote 
regions of the country and diversifying the economy from its 
almost total dependence on oil. In addition, emphasis continues 


to be applied to those areas affecting the welfare of the people 
such as health, education and social services. Much 
encouragement is also given to income-yielding projects through 
policies which enhance private sector participation. 


The current Five Year Plan assumes a five percent annual oil 
price increase (in nominal terms) over the 1980 price level of 
nearly $40 per barrel. The price of Omani crude, however, 
dropped to $29 per barrel in 1983. Notwithstanding price 
decreases, owing to a larger volume of production, oil receipts 
(including oil refinery purchases) rose that year by 4.8 
percent. Other revenues increased 23.3 percent and there was a 
substantial increase in grants and aid received. Thus, total 


government revenues registered an increase of almost 10 percent 
to $3.8 billion. 


At the same time, government expenditure rose by 9 percent to 
$4.3 billion. Although a sizeable budget deficit resulted, the 
government felt, half way through current the Five Year Plan 
that it was necessary to maintain a level of expenditure 
adequate to achieve the targets set forth in the Plan. Through 
November 1984, the trend has continued. 





Although Oman's 1983 balance of payments pictures showed a 
healthy $600 million surplus, increases in service payments and 
private transfers abroad because of the large (perhaps 300,000) 
foreign workforce in this country is a trend which shows little 


sign of abating and could negatively impact on the overall 
balance in the future. 


The $450 million budget deficit in 1983 was financed two thirds 
by borrowing and one third by drawing down on reserves. At the 
moment, there is speculation that the Oman Government early in 
1985 will call for another loan offer to offset a major part of 
the 1984 deficit which is forecast to reach $600 million. 


The country's overall economic picture remains good, 
particularly as it continues to locate more oil than it 
produces. However, 1985 will give better indications as to how 
long the soft oil market might continue. Additionally, the 
country will enter the next Five Year Plan with higher 
debt-service obligations than at the beginning of the present 
plan. (True, much of this should be offset by foreign assets 
accumulated since 1980.) Another potential external economic 
factor which could impact seriously on the Omani economy is the 
value of the dollar to which the rial is pegged. The majority 
of Oman's imports are from countries which have depreciated 
against the dollar in recent years. If those currencies swing 
back against the dollar, Oman's buying power would be reduced. 
The country's major options to offset damaging oil price or 
dollar fluctuations would continue to be increased oil 
production or external borrowing. Accordingly, the budget for 
the next Five Year Plan (1986-1990) may be much more difficult 
to formulate than the present and given the rise in recurrent 
expenditures, less room for large development outlays is 
foreseen. During 1982 and 1983, despite continued decline in 
oil related GDP, growth in the economy rose almost a point to 
five percent. In fact, growth was registered in every sector 
except oil. Of particular note was growth in manufacturing, 
construction, trade, and agriculture, livestock and fishing. 


In 1980 Oman signed an agreement with Saudi Arabia, Kuwait, the 
United Arab Emirates, Qatar and Bahrain to form the Gulf 
Cooperation Council (GCC). A major GCC goal is to achieve 
economic integration, much as the European Economic Community 
has done in Europe. GCC developments should be monitored 
closely because they will impact on Oman's future economic 
development. 


RESOURCES 


OIL AND GAS: Petroleum remains the cornerstone of the Omani 
economy. In 1983 total oil receipts equalled $3.8 billion out 
of total revenues of $4.4 billion and oil related GDP 
represented more than 50 percent of GDP. With oil production 





above 400,000 bpd in 1984, the country can no longer be 
considered a marginal producer of oil. While it is neither a 
member of OPEC nor OAPEC (Organization of Arab Petroleum 
Exporting Countries), it produces more oil than a number of OPEC 
countries. Average daily production in 1983 was 389,000 bpd and 
should easily top 410,000 bpd in 1984. The country's production 
target of 450,000 bpd by the mid to late 1980's is believed to 
be feasible, especially with a new pipeline system and 
production increases from new fields. 


Although Omani production is high, the country's oil reserves 
are no where near those of some its neighbors, e.g. Saudi 
Arabia, Kuwait or the UAE. Petroleum Development Oman (P.D.0.), 
sixty percent owned by the Oman Government and the country's 
largest concessionaire and major oil producer, estimates current 
reserves in its concession as of January 1, 1984 at 3.5 billion 
barrels, which gives an estimated life of the fields at current 
production rates of 24 years. It is especially significant that 
the country continues to locate more oil than is extracted. 
Unfortunately, a large share of Oman's reserves are in heavy 
crudes and it is expected that by the late 1980's the quality of 
Omani blend oil should deteriorate because of the larger 
percentage of heavy crude in the blend. Secondary and tertiary 
oil recovery techniques, some of which are already being 
implemented, will also help to increase the life expectancy of 
Omani fields, requiring, however, increased capital outlays in 
the sector in the future. 


Eighty percent of Oman's crude exports in 1983 went to East 
Asian buyers, predominatly Japan, Singapore and Korea. 
Throughout 1984 Oman has had singular success locking in yearly 
contracts for its oil. Not only do Asian buyers find it more 
economical to lift without steaming into the Persian Gulf, but 
threats to shipping in the Gulf during the year have helped keep 
long-term customers. However, an important question for Oman's 
oil pricing future is whether Oman will be able to maintain its 
long-term contract customers in light of the forecast soft oil 
market in spring of 1985. The United States lifted eight 
percent of Oman's crude in 1983. Early statistics for 1984 show 
US liftings down from previous years. 


1983 and 1984 saw continued vigorous exploration and drilling 
activity by all major concessionaires in Oman. P.D.O. kept 
eleven oil rigs in operation drilling 137 wells for a record 
total of almost 200,000 meters, locating the equivalent of 400 
million barrels of oil. P.D.O., in addition to the Government's 
60 percent share, is owned 34 percent by Royal Dutch Shell 
(which also manages the concession), 4 percent by Compagnie 
Francaise des Petroles and 2 percent by Partex. It has 80,000 
square kilometers of concession acreage, some of which is 
expected to be relinquished beginning in early 1985. Heavy 





crudes from Marmul in the south are mixed with lighter crudes in the 
older northern fields in Lekhwair, Fahud, and Yibal, to produce 
Oman's blend of 34 API (Arabian light grade) crude at the country's 
sole export terminus at Mina al-Fahal in the capital area. P.D.0O. 
is implementing a major improvement of its pipeline system and 
pumping stations. In 1983 it tendered for 429 kilometers of 
pipeline to replace large sections of the line first placed in 

1967. New pumping stations are also being built. Once these lines 
and pumping stations are in place, wells permitting, the country 
could produce as much as 650,000 bpd. 


The company has also embarked on three pilot projects aimed at 
establishing the suitability of three different enhanced oil 
recovery (EOR) processes designed to increase production of the 
heavy oil accumulations found in southern Oman. The two EOR 
projects for the Marmul fields are steam drive and polymer flood; 
they came on stream in January 1985. The Qarn Alam project, a hot 
water injection system, is still in the design stage and is 
scheduled to become operational in 1986. 


Two other concessionaries are currently producing oil: Elf 
Acquitaine in central Oman and Occidential/Gulf in northwestern 
Oman. In 19835 Elf was producing between 12 and 13,000 bpd, however, 
the structure is being depleted and production dropped in 1984. In 
September, 1984 Occidential/sulf declared their find of light crude 
oil at Safah to be commercially viable and are taking steps to 
further define the extent of their structure and to begin 

producing. A pipeline linking the Occidential/Gulf wells to the 
P.D.O. line 40 kilometers away is under construction. 


Other concessionaires include AMOCO, Japan Petroleum Development, 
JAPEX, BP, the Lundin Group (offshore), and others. Given the 
encouraging finds recently and favorable concession terms, more 


American companies are expected to negotiate concession acreage in 
the future. 


In 1984, as in the previous year, discussions continued concerning 
the viability of a proposed Gulf Cooperation Council (GCC) funded 
pipeline and a 250,000 barrel per day export refinery in Oman's 
southern city of Salalah. The purpose of the project would be to 
give the GCC states (Oman, Saudi Arabia, Qatar, the United Arab 
Emirates, Kuwait and Bahrain) another outlet for their oil outside 
the Strait of Hormuz. The economics of the project are still being 
weighed against the strategic necessity of such an outlet. 


In the past Oman exported all its crude and relied upon imported 
refined products for domestic consumption. In November, 1982 
Oman opened its first refinery, a 50,000 bpd (intake capacity) 
topping plant designed to meet the country's domestic 





requirements for gasoline, jet fuel, diesel, kerosene, and bunker 
fuel to the year 2000. Ashland Oil of Kentucky was awarded the 
management contract. 


in addition to oil, Oman has some natural gas reserves. These, 
however, are often found in small quantities, dispersed over several 
fields. P.D.O. has presently 3 Liquified Natural Gas plants (LNG) 
and 2 more plants are about to be commissioned. Elf Aquitaine is 
also expected to install an LNG plant in Sahmah. These plants are 
meant to collect and separate associated gas that is produced along 
with oil. Liquified Petroleum Gas (LPG) is being produced at the 
Yibal field and is sold to the National Gas Company which in turn 
supplies bottled gas to industrial and domestic consumers in Oman. 
The government gas distribution system is being expanded to meet the 
growing requirements for gas in the coming years. Phase III of the 
Gas System is one of the most important projects of the Second Five 
year Plan. The purpose of the project is to enhance the capacity of 
the current operating system and enable the Government to provide 
additional gas to customers in northern Oman. Government Gas System 
Phase VI which will start by 1986, would enable more gas to be 
provided for the Southern Region as well. Royal Dutch Shell in 1984 
was awarded a contract to survey Oman's gas reserves. If additional 
gas resources are located, it could materially improve Oman's 
development by serving as a source of inexpensive energy. 


MINERALS: Oman is exploiting some minerals, notably copper, 
chromite, limestone, asbestos, and aggregates, and has begun 


prospecting for additional deposits of these and other minerals. 
1983 saw the opening of a $200 million copper mine and smelter at 
Sohar run by the government-owned Oman Mining Company (OMC). 
Reserves of 11-12 million metric tons of copper ore have been 
identified in the area. A recent survey contract was awarded to a 
Japanese firm to locate additional deposits of the ore to lengthen 
the life of the plant. As a result of these developments, the 
export of refined copper anodes has become one of Oman's major 
non-oil export categories. While there are currently no plans to 
refine chromite ore, the country began exporting the mineral in 
1983. Large deposits are thought to exist in northern Oman. 


Two cement factories, the Oman Cement Company in the capital area 
and the Raysut Cement Company in Salalah, came on stream in 1983 
with annual capacities of 624,000 and 210,000 tons, respectively. 
Each utilizes local raw materials where available. Together the two 
plants produce between a half and two thirds of Oman's cement 
requirements. 


AGRICULTURE: Many Omanis continue to be engaged in agriculture or 
livestock husbandry even though this sector accounts for only 





a very small proportion of the GDP. In 1983, for example, 
agriculture and fishing combined accounted for 2.9 percent of 
the country's GDP. The Government is actively pursuing 
agricultural programs which include providing subsidized seeds, 
fertilizers, technical assistance to the farmer and purchasing 
of agricultural produce at government collection centers. In the 
present Five Year Plan, more than $130 million is earmarked for 
agricultural development. 


There are a wide variety of constraints on the development of 
agriculture in Oman. Not least of these is that arable land is 
limited to approximately 40,000 hectares and much of that is 
dispersed throughout the country in small farms. The harsh 
climate, poor soil and dearth of water, as well as lack of 
skilled farmers and farm managers are other constraints. 
Nonetheless, the Government is committed not only to improving 
the lot of the traditional Omani farmer but also to encouraging 
the development of larger modern agribusiness concerns. Two 
areas of the country, the Batinah coast to the north of Muscat 
and the plain at Salalah in Southern Oman are both potential 
areas for agribusiness. Three large farming concerns already 
exist: Oman Sun Farms in Sohar and the Dhofar Cattle Feed 
Company and Erzat Farms in the south. The Government will 
encourage entrepreneurial activity in this sector with a goal 
being to make Oman self-sufficient in a wider variety of crops. 
Oman traditionally exports dates and dried limes. T2:: is 
expected to continue to do so as well as to increase its 
production of fresh fruits and vegetables. 


Of major significance in agricultural development is the Oman 
Bank for Agriculture and Fisheries (OBAF) established in 1981 
with an authorized capital of $55 million. By the end of 1983 
it had disbursed 2,000 loans totalling $18 million. Many of 
these loans complemented subsidies provided by the Ministry of 
Agriculture and Fisheries. The OBAF is eager to promote 
agribusiness in Oman and encourages foreign firms with expertise 


in agriculture to take advantage of its favorable financing 
terms. 


Lack of sufficient water resources must be the major hurdle to 
developing Oman's agricultural potential. However, the Oman 
Government has allotted more than $100 million in the current 
Five Year Plan to improve existing traditional methods of 
irrigation and developing new water sources. The Omani-American 
Joint Commission for Economic and Technical Cooperation is 
building an experimental water recharge dam to retard run-off of 
water after rains long enough for it to soak into the soil and 
recharge the acquifer in an area not far from the capital. If 
results are promising, more such dams could be constructed in 
the future. 
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FISHING: The fisheries sector is considered one of the best 
prospects for economic diversification and is receiving 
increasing attention by both government planners and commercial 
enterprises. There does, however, exist concern that 
exploitation of fish stocks before complete data is available, 
may prove deleterious to the resource. A series of surveys, and 
early indications of another being carried out under the 
auspices of the Omani-American Joint Commission for Economic and 
Technical Cooperation, indicate that several kinds of marketable 
fish stock abound off Oman's 1700 kilometer coast-line. 
Although the 1983 catch was estimated at only 60,000 tons, most 
of which was brought in by traditional fishermen, it is only a 
fraction of what could be caught. According to a Central Bank 
of Oman report, a recent survey pointed out that small fish used 
for high protein cattlefeed could be caught without seriously 
depleting stocks. Government consultants have recommended a one 
year study to determine the commerciality of this potential 
project. Fishing for intermediate swimming fish has yet to be 
introduced even though stocks are considered extremely large. 
Lobster processing has taken hold in Salalah and some abalone is 
being fished there. A pilot shrimp farming operation was 
recently set-up in Sur. 


Not only is the Government engaging in extensive research, but 
it is also providing extension services to traditional fishermen 
to help them to improve catches. Jetties, ice plants and cold 
storage facilities are being built along the coast, which should 


help to preserve the catches. Additional marketing outlets are 
being explored. 


The country's major fishing company is the Oman National 
Fisheries Company (ONFC). ONFC with 25 percent Government 
shareholding is currently using four trawlers from the Korean 
Overseas Fishing Company which receives a portion of the catch 
in return for services. In 1984 ONFC purchased a Swedish deep 
sea fishing trawler. Reportedly, late in 1984 ONFC was 
negotiating through Bank of America to lease four US fishing 
trawlers. 


INFRASTRUCTURE: 


TRANSPORTATION: Perhaps the best example of the rapid progress 
which has been made in infrastructural development in Oman is 
the bald fact that in 1970 there were only 10 kilometers of 
paved road and in 1983 the country could boast 3,222 
kilometers. In the same period graded roads have increased 
tenfold. For the first time in Oman's long history, roads 
connect every major population center. Muscat, the capital, is 
now linked with good roads to Salalah in the south and Sohar in 
the north. A 260 kilometer four lane highway to Dubai was 
completed last year. Within the Muscat capital area, an 
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extensive upgrading of primary and secondary roads is almost 
completed. Asphalting of graded roads and other improvements of 
the road system will continue to be priorities for the country 
in the next Five Year Plan. 


Oman's principal airport at Seeb, about 40 kilometers from the 
capital, is currently being expanded. At the same time the 
airport in Salalah is being upgraded to international class. 
New storage facilities and power generation capacity have been 
installed. Small regional airports throughout the country are 
also receiving attention. 


Omani ports were the subject of much discussion in 1984, not 
only because Mina Qaboos in the capital area is targetted for a 
$500 million expansion before the end of the present Five Year 
Plan but also because attacks on shipping in the Strait of 
Hormuz have highlighted to the GCC the need for ports outside 
the Persian Gulf. By all accounts, Mina Qaboos, Oman's 
principal port, is too small to handle much additional 
shipping. Local merchants would also like to see more shipping 
call at Omani ports so that they would not have to buy goods 
from Dubai traders and incur middlemen and truck transportation 
charges to bring them to Oman. Because Mina Qaboos, however, is 
located in a highly populated area and the high cost of 
expansion of the facility, government planners may conclude that 
an entirely new port facility is more feasible. Proposed sites 
would include Sur and Quriyat. 


UTILITIES: Power and water requirements have skyrocketted in 
the past decade and demand is expected to continue to rise. 
There is currently 500 megawatts of installed (non-oil sector) 
electric capacity in Oman. The capital area with 317 megawatts 
is to increase by almost double with the addition of three 90 
megawatt gas turbines. Three more power stations to service the 
interior and northern Oman are to be built in the next two years 
each with 30 megawatt capacity, to meet growing consumer and 
planned industrial demand expansion. In 1984 the Swiss firm 
Electrowatt was awarded the engineering design study which would 
involve load growth projections, organizational and tariff 
studies, and a recommended investment program for power 
transmission, distribution and generation. 


Water production has shown growth rates of 20 percent per annum 
over the past several years, and is expected to rise even more 
in response to the rapidly growing demand for water. Although 
the potential of ground water resources is largely undetermined, 
desalination plants which can be put on line quickly are 
currently being used. In early 1984 the Hitachi Zozen of Japan 
was awarded a $100 million desalination project which will 
provide an additional 12 million gallons of drinking water for 
the capital area by 1986. Over the long term, a planned system 
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will use both desalinated water and ground water. New waste 
treatment and sewage systems are expected to be tendered soon for a 
number of towns in Oman. 


TELECOMMUNICATIONS: In November, 1984 the capital area began to 
SWitch on an almost entirely new telephone system. The Government 
is investing $184 million--including a $21 million loan from the 
World Bank--to improve Oman's communications network during the Five 
Year Plan. The new telephone systems for both major Omani cities, 
Muscat and Salalah, were awarded to FRG's Siemens. 


There is still plenty of work to be done in this sector. The next 
step is to provide telephone and other telecommunications services 
to the rural areas of Oman. Piecemeal tenders should be a mix of 
small telephone exchanges, microwave links and radio telephones. 
Oman's Ministry of Information is also in the process of upgrading 
its broadcasting equipment. The Ministry of Defense may soon close 
a deal on a major command and control system. Given the rugged 
topography of Oman and the high maintenance costs for conventional 
communications equipment, satellite links may be in store for the 
country in addition to Oman's tie-in with ARABSAT. 


SOCIAL SERVICES: As with every other sector, Oman began its 
development of social services from an almost non-existent base. 
Growth in schools, hospitals and youth centers consequently has been 
little short of phenomenal and is expected to continue. Likewise, 
there are now eight impressive vocational training centers 
throughout the country. Sultan yaboos University will open its 
doors in 1986 with five major facilities. Market opportunities 
exist in everything from chalk and medical disposibles to computers 
and x-ray equipment. 


INDUSTRY: 


MANUFACTURING: Oman is committed to diversifying from its major 
resource, Oil. From an insignificant manufacturing base in 1970, it 
has made giant strides in the last several years. While non-oil 
industrial-related GDP ($121 million in 1983) still accounts for 
well under 2 percent of total GDP, it nonetheless represents a 10 
percent increase over 1982. Public and coat an investment in 


manufacturing in 1981 and 1982 totalled $275 million and is expected 
to continue at high levels. Government financial assistance is 
available for a wide variety of projects through soft loans and 
grants administered by the Ministry of Commerce and Industry and the 
Oman Development Bank. 


Oman's largest industrial projects, the government-owned Oman 
Cement Company and the Raysut Cement Company (jointstock company 
80 percent private and 20 percent government-owned) came on 





stream in late 1983. Other plants supplying the building 
materials sector include asbestos pipes, fibreglass, silica and 
lime bricks, concrete blocks, polystyrene, building aggregates, 
terrazo tiles, paint and aluminium fixtures and fittings. 


To attract new industries the Government created an industrial 
estate in Rusail near the capital area and supplied roads, 
sewage, power, gas, and other necessary infrastructure. The 
Government also identified 19 projects, among them a drilling 
mud plant, air conditioner assembly plant, plastics conversion 
plant, and a steel rolling mill. Licenses have been granted for 
most of the projects. An exception is the last mentioned for 
which submissions by various international companies are under 
consideration. 


Other local industries include the manufacture of furniture, 
domestic plastic goods, packaging, animal feed, fertilizer, 
detergents, leather goods and footwear, paper products, natural 
gas bottling and retreading of tires. 


As a further incentive to domestic industry, the Government can 
and does increase tariffs up to 25 percent on competitive 
imported goods. Certain export advantages are also available to 
other GCC countries. 


The 1986-1990 Five Year Plan will emphasize even greater 
industrial development. Four new industrial estates in Sohar, 
Salalah, Nizwa and Sur are planned, as is an expansion of the 
current estate in Rusail, near the capital area. 


FINANCE AND TRADE 
GOVERNMENT FINANCE: 


The Oman Government receives nearly 90 percent of its revenues 
from oil receipts. Consequently, government finance is greatly 
influenced by world oil prices. The Government has moved from a 
modest budget surplus position in 1981 to a growing deficit 
since 1982 despite increased oil production. The Government 
continues to exercise strict controls over general 
expenditures. Total revenues rose by 8 percent but expenditures 
also rose by 9 percent creating a deficit of 448 million dollars 
for 1983. Defense and security expenditures have increased by 
15.4 percent since 1982 to nearly 2 billion dollars while 
development and civil recurrent expenditures rose 4.2 percent to 
about 2.4 billion dollars. The Government has generally kept to 
its planned expenditures despite lower oil revenues and 
forecasts a sizeable deficit for 1984. Net loan and credit 
facilities during 1983 totalled nearly 472 million dollars while 
148 million was received in grants. 





Since 1980, 15 percent of yearly net oil revenue has’ been 
deposited into a State General Reserve Fund (SGRF) along with 
available budget surpluses. This is a measure to _ provide 
economic support when oil runs out. Increasingly, it is being 
used to finance budget deficits. 


FOREIGN TRADE: 


Oman continues to rely on imports for virtually all products 
used in its modern developing economy but export earnings 
derived from the sale of oil helped Oman maintain its 
traditionally large trade surplus. 


Oman earned a surplus of 1.27 billion dollars in 1983 after 
recording 3 billion in imports and 4.27 billion in exports. 
Imports fell by 5 percent from the preceeding year and exports 
declined by 3.8 percent despite increased oil production. 
Ninety-two percent of Oman's export earnings were derived from 
the sale of crude oil. Oil revenue fell by 4.5 percent while 
Oman's modest non-oil export income rose 4 percent. 


Oman's largest import category in 1983 remains SITC-7 Machinery 
and Transport Equipment, which accounted for $1.15 billion and 
38 percent of total imports. Other major categories were 
manufactured goods ($484) food ($310) and miscellaneous 
manufactured articles ($239). Imports of mineral fuels and 
lubricants declined 85 percent from the previous year to $41 


dollars due in large part to the opening of a new domestic 
refinery at Mina al-Fahal. 


Japan maintained its dominance in the Omani marketplace for the 
fourth consecutive year, capturing the top export spot with 22 
percent of the market valued at $550 million. The UK was second 
($465), while the U.A.E. finished third ($438). The U.A.E. 
figure is however, misleading since most of their exports are 
transshipments from other’ sources. The U.S. share remained 
fairly constant at about 8 percent of the export market with 
sales totalling $193 million. Although this figure represents a 
10 percent decline from 1982, Department of Commerce statistics 
show a slight increase was registered during the same period. 


Additionally, some U.A.E. reexports to Oman are believed to be 
of U.S. origin. 


Total export income, led by oil revenues, dropped by 3.8 percent 
during 1983. Oman's export earnings are dominated by oil 
earnings and falling world oil market prices were felt 
significantly in the country. Total oil revenues including 
disbursements to the State General Reserve Fund accounted for 
approximately 3.9 billion dollars. Japan was the largest 
purchaser of Omani crude, accounting for 66 million barrels or 
51 percent of total production. Other leading buyers were 
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Singapore (17.4 million barrels), Republic of Korea (14.0 
million barrels), and the U.S. (10.6 million barrels). 
Geographically, Asian countries were the recipients of nearly 81 
percent of Omani oil. 


Non-oil exports and re-exports totalled $355 million, marginally 
higher than the previous year. Non-oil products of Omani origin 
accounted for $31 million. Leading items in this category 
include fish, limes, and livestock. Exports of fish have nearly 
tripled since 1982. In 1983, for the first time, Oman exported 
refined copper anodes worth $5.6 million representing the 
production from the country's copper, smelter and refinery which 
came on stream late in the year. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


If Oman can maintain the high level of oil production and oil 
prices, promising opportunities for U.S. business will continue 
to arise. Additionally, as U.S.-Omani political relations 
continue to develop, it is only natural that commercial ties 
will be strengthened. Omani businessmen have a good 
appreciation of the quality of American products and the value 
of American expertise. The Embassy has been pleased to see a 
growing number of American businessmen coming to Oman to 
personally pursue commercial opportunities. 


Yet, it is important to recognize that American companies face 


certain drawbacks in the highly competitive Omani market. Many 
European, Indian Subcontinental and East Asian firms make market 
penetration difficult in many areas. The continued appreciation 
of the U.S. dollar against other currencies has made American 
products less price competitive. 


Among other handicaps that hinder American business in Oman: 


-- Omani businessmen often complain that U.S. firms are not 
responsive to inquiries and orders 


-- The modest size of the Omani market sometimes deters 
American companies accustomed to doing business in the larger 
economies of Saudi Arabia, Kuwait, and the U.A.E. 


-- Problems may arise under U.S. anti-boycott legislation or 
the Foreign Corrupt Practices Act. 


However, American firms willing to make the necessary commitment 
are likely to find Oman to be a profitable market. 


EXPORTS: The United States traditionally ranks third among 
exporters to Oman, behind Japan and the U.K. (UAE exports are 
discounted since they consist principally of reexports). The 





U.S. has demonstrated strong diversification in nearly all 
categories of products and maintains an 8 percent share of the 
export market. 


Machinery and transport equipment accounted for approximately 71 
percent ($137 million) of total U.S. exports to Oman. The 
leading products in this category included boring and sinking 
machinery, aircraft and associated parts, parts for machinery 
and equipment, motor vehicles, parts and accessories, and pumps 
and compressors. Other major export categories included 
manufactured goods ($16.9 million) and food and live animals 
($8.6 million). 


American products are well received in the Omani market and have 
done well against strong competition in areas such as oil field 
and water drilling equipment, and telecommunications hardware. 


INVESTMENT: The Omani Government maintains a favorable attitude 
toward foreign investment. The climate is very good for 
American Business. The United States and Oman maintain close 
relations on the political front. The outlook is for continued 
stability in this country, which is also firmly committed to 
free enterprise. Importantly, the Omani rial is pegged to the 
dollar and has barely fluctuated since the early seventies. 
There are no exchange controls nor restrictions on repatriation 
of capital. In 1982 the Ministry of Commerce and Industry 
announced certain changes designed to benefit Omani interests in 
investment rules under the Foreign Business and Investment Law 
(FBIL). Foreign investment is no longer permissible in the 
trade and service sectors, which the Government considers to be 
sufficiently developed. In other areas the minimum Omani equity 
has been raised from 35 to 75 percent. However, local equity 
can be reduced to 51 percent (permitting a maximum of 49 percent 
foreign ownership) in cases that the Government deems important 
to national development. (Note: This caveat could conceivably 
apply to most enterprises in sectors such as agriculture, 
fisheries, minerals and manufacturing. ) Even where foreign 
capital investment is not permitted, licensing, management and 
franchising arrangements may be possible. 


Most American investment remains in the oil sector, both in 
oil-field construction and services and in concessions 
themselves. Citibank maintains a branch in Oman and 20 percent 
of Oman's largest bank, National Bank of Oman, is owned by Bank 
of America. In the past several years new American engineering 
and consultancy firms have established themselves in Oman. In 
the services sector American accounting firms and franchises 
have a large share of the market as do insurance companies. The 
Embassy sees very good opportunities for new firms to establish 
themselves in areas where we forecast the most growth-- 
fisheries, agriculture, minerals and manufacturing. Perhaps the 
most significant development of the past several years is the 





growth in American advisers in many of Oman's Ministries. 
Because of trends toward Omanization in the business sector, new 
firms may fine it to their advantage to joint-venture with local 
firms, which can provide good administrative support and act as 
"eyes and ears" for new projects. American companies have much 
to offer Oman and the Government recognizes this. 


A U.S.-Omani agreement signed in 1977 authorizes the Overseas 
Private Investment Corporation (OPIC) and the Export-Import Bank 
(Eximbank) to provide investment insurance coverage for American 
firms operating in Oman. 


PROJECTS: Most major government projects (those exceeding R.O. 
100,000, or $290,000) are tendered to international companies 
through the Oman Tender Board. U.S. firms that are properly 
qualified-- registered with a local agent with the Tender Board 
and the Ministry of Commerce and Industry--are welcome to submit 
proposals. 


From a commercial standpoint, the present Five Year Plan 
(1981-1985) has been somewhat disappointing for American firms 
in that several large projects have gone to foreign competitors, 
particularly British, German and Japanese firms. In 1982, U.K. 
firms won contracts for construction of the $400 million-plus 
Qaboos University and the $90 million Rusail power plant. 
Siemens of West Germany was also awarded a major telephone 
contract. In 1983, Wimpey was awarded the $231 million 


Ghubrah District Hospital; Joannou & Paraskeviades (J&P) of 
Cyprus got the $226 million Al Bustan Conference Center; 
Britain's Costain was awarded a $100 million tank training 
center; and Taylor Woodrow, also of the U.K., got an $87 million 
award for a new sports stadium. Japanese firms have supplied 
much of the machinery for major industrial and infrastructural 
plants. 


However, at the end of 1984, American companies are well 
positioned to bid for several major projects on the immediate 
horizon. We also hazard to forecast that the next Five Year 
Plan should hold excellent prospects for American firms because 
of our better understanding of the market and our excellent 
political relations. 


In addition, special opportunities for American firms may be 
available under U.S. government-sponsored programs. The U.S. 
Army Corps of Engineers has almost completed a program of 
upgrading Omani military facilities at a cost exceeding $200 
million. The Omani/American Joint Commission for Economic and 
Technical Cooperation currently has four sizeable projects 
underway and is searching for others. The U.S. Office of 
Military Cooperation provides credits to the Oman Government 
under the Foreign Military Sales (FMS) program. 
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As our trade statistics indicate, U.S. exports are doing well in 
this country and should continue to do so. Prospects are 
particularly good in such areas as petroleum, refrigeration, air 
conditioning, and construction equipment, high-tech items, 
foodstuffs, building materials and furniture. If American companies 
take advantage of the many incentives available through the Omani 
Government for the formation of joint ventures, we should see growth 
in the sales of U.S. products to support potentially productive 
areas: mining, agriculture, fisheries, and manufacturing. Because 
of this country's continued emphasis on providing social services to 
its people, American suppliers should exert more effort in bidding 
for educational, health and sports equipment. U.S. defense 
equipment manufacturers should be encouraged by market opportunities 
in Oman which spends a very large portion of its budget on improving 
the efficiency of its defense and security sectors. 


CONSULTANTS AND PROFESSIONALS: A number of Americans are employed 
in Oman as technical consultants. The two largest groups are Pan 
American, which has management contracts at the airports at Seeb and 
Salalah, and Tetra-Tech, which supplies advisers to the Ministries 
of Petroleum and Minerals, Electricity and Water, and Posts, 
Telephones and Telegraphs, the Public Authority for Water Resources, 
the Musandam Development Committee, and the regional Development 
Committee. Consultants from Arthur D. Little provide advice to the 
Ministry, of Agriculture and Fisheries and the Ministry of Commerce 
and Industry. Through the Omani-American Joint Commission, U.S. 
experts provide service in fisheries development. Other areas 
offering opportunities for consultants are computer software, 
telecommunications, agribusiness and mining. 


Professional services represent another potential growth area. New 
York's "Big Eight" accounting firms are represented in Muscat as is 
American law firm Sidley and Austin. George Staten and Associates 
established the first American architecture and engineering firm in 
Oman, followed in late 1983 by Architects International of 
Washington, D.C. A number of engineering firms associated 
themselves in Oman with local concerns in 1984. Three opened 
offices in the same period to pursue projects in the Omani public 
sector: Stanley Consultants of Iowa, Kulgian of Philadelphia and 
Harza Engineering. At least one U.S. brokerage house is considering 
opening a branch in Oman. 


CONCLUSION: Although American businessmen are relative newcomers to 
Oman, the climate is favorable for the development of stronger 
U.S.-Omani commercial ties in the next few years. Although the 
market has certain inherent limitations, continued government 
expenditures in the $4 billion per year range and receptive 
conditions for privdte enterprise should ensure attractive 
opportunities in trade, investment and services for American 
business for a long time to come. 





You might be, if you don’t have current, up-to-date in- 
formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
BLINDFOLDED? irs states titonotin on men neo 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $____ O) check, oe 
C money order, or charge to my Total charges $_______ Fill in the boxes below. 


Deposit Account No. Credit 


(TITTLOI-O ey Card No. Cd pibalheshsDecdietdbtelaclhadlaah liad art aneal 

MasterCard aia 
Expiration Date 

Order No. Month/Year Gia 


Enter my subscription to: (] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
00 Foreign Economic Trends at $66 ($82.50 overseas) Quantity Charges 


Company Name Enclosed 


To be mailed 


Individuals Name—First. Last Subscriptions 


Peek ke ee Postage 


Foreign handling 
MMOB 


i. 
Street address 


City State ZIP Code 
| 


ee | OPNR . sovesseenanee etn 


(or Country) UPNS 
| | | 


Discount 


PLEASE PRINT OR TYPE Retund 
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~ Your Staff in Washing 


Wouldn't it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We’ll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


LJ Yes! 


Name 
Organization 
Address 
City 


DOC/BAI 
8/84 


State 


Country 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


D 
UA MAE 


Here’s my check made out to the Super- 
intendent of Documents. 


L) Charge my VISA or MasterCard No. 


_ (a 


(Signature) 


(Expiration Date) 








